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DIGEST 

1 .  P r o t e s t  c o n t e n t i o n s  r e l a t i n g  t o  p r o p o s a l  d e f i c i e n c i e s  
raised i n  n e g o t i a t i o n  l e t t e r  and  r e l a t i n g  t o  request f o r  
p r o p o s a l s  amendment are u n t i m e l y  because issues were 
r e q u i r e d  t o  be r a i s e d  b e f o r e  t h e  d u e  d a t e  f o r  r e c e i p t  o f  
r e v i s e d  p r o p o s a l s  b u t  were r a i s e d  l a t e r .  

2. C o n t r a c t i n g  o f f i c e r  may p r o p e r l y  d e c i d e  i n  f a v o r  of a 
t e c h n i c a l l y  l o w e r  ra ted  p r o p o s a l  i n  o r d e r  t o  t a k e  a d v a n t a g e  
o f  i t s  lower  c o s t ,  where h e  r e a s o n a b l y  d e t e r m i n e s  t h a t  t h e  
c o s t  premium i n v o l v e d  i n  making award t o  t h e  h i g h e r  r a t e d ,  
h i g h e r  c o s t  o f f e r o r  is  n o t  j u s t i f i e d  i n  l i g h t  of t h e  
a c c e p t a b l e  l e v e l  o f  t e c h n i c a l  competence  a v a i l a b l e  a t  t h e  
lower c o s t .  

3 .  Agency realism a n a l y s i s  of s u c c e s s f u l  o f f e r o r ' s  c o s t  
p r o p o s a l  was r e a s o n a b l e .  Agency is  e n t i t l e d  t o  r e l y  upon 
a d v i c e  of  Defense  C o n t r a c t  A u d i t  Agency i n  a n a l y z i n g  
p roposed  c o s t s .  

DECISION 

NKF E n g i n e e r i n g ,  I n c .  and  S t a n l e y  A s s o c i a t e s ,  I n c .  p r o t e s t  
t h e  award of a c o n t r a c t  t o  Columbia Research C o r p o r a t i o n  
(CRC) under  request f o r  p r o p o s a l s  ( R F P )  No. N61331-87-R- 
0038,  i s s u e d  by t h e  Navy f o r  e n g i n e e r i n g  s u p p o r t  s e r v i c e s  
r e l a t i n g  t o  f l e e t  i n t r o d u c t i o n  of new s h i p s  and  combat 
s y s t e m s .  I n  g e n e r a l ,  NKF and S t a n l e y  c h a l l e n g e  t h e  Navy ' s  
a n a l y s i s  of  t h e  r e a l i s m  o f  C R C ' s  c o s t  p r o p o s a l  and t h e  
s e l e c t i o n  of  CRC i n  s p i t e  of S t a n l e y ' s  h i g h e r  r a t e d  
t e c h n i c a l  p r o p o s a l .  

W e  d i s m i s s  both p r o t e s t s  i n  p a r t  and  deny them i n  p a r t .  



The so l i c i t a t ion  requested proposals for a base year and 2 
option years and contemplated award of a cost-plus-fixed-fee 
( C P F F )  contract t o  be performed t h r o u g h  the issuance of task 
orders. The contractor is to  f u r n i s h  the necessary 
personnel, materials and f a c i l i t i e s  t o  complete tasks i n  
f ive  technical program areas: amphibious warfare; s t r a t eg ic  
s e a l i f t ;  mine countermeasures; special  warfare; and Marine 
Corps programs. 

Under the so l i c i t a t ion  each proposal was t o  include separate 
technical,  management and cost volumes. The technical 
proposals were required to  include resumes or  cer t i f ica-  
t ions of employment commitment for 1 2  key personnel includ- 
i n g  one project manager, f ive senior systems engineers, f ive 
senior systems analysts and one senior naval archi tect .  The 
combined background of the key personnel was required t o  
show experience i n  each of the f ive  l i s t e d  technical program 
areas. 

The so l i c i t a t ion  included a l ist  of labor categories 
including the key personnel and 2 4  categories of non-key 
personnel and estimated s t a f f  hours for each category per 
year ( t h e  hourly estimates fo r  the base year and each of the 
option years were iden t i ca l ) .  Cost proposals were t o  be 
prepared on the b a s i s  of providing the number of s ta f f  h o u r s  
per labor category l i s t e d  i n  the RFP. The RFP also required 
offerors  t o  indicate how burden and general and administra- 
t i v e  r a t e s  were developed by l i s t i n g  costs included i n  
these indirect  ra tes .  I t  further stated that  uncompensated 
overtime was not t o  be used i n  any manner t o  reduce the 
proposed hourly r a t e s  of employees exempt from the Fair 
Labor Standards Act. The RFP further s ta ted that  emphasis 
would be placed upon  the realism and reasonableness of 
proposed labor ra tes .  

Award under the s o l i c i t a t i o n  was to  be made to  the offeror 
whose proposal was judged by the government t o  present the 
grea tes t  value considering technical merit and cost. The 
RFP a l so  s ta ted t h a t ,  while technical merit was very 
important and award would  not be made solely on the basis of 
cost ,  i f  the competitive range proposals were determined 
substant ia l ly  technically equal, cost would become deter- 
minat ive. 

Under the or iginal  so l i c i t a t ion ,  proposals were t o  be 
evaluated under the following c r i t e r i a ,  l i s t ed  i n  descending 
order of importance: technical (including two subfactors: 
personnel qualifications/availability and company 
experience) : management and cost ( including cost realism) 
By so l i c i t a t ion  amendment No. 0 0 0 4 ,  however, which was 
issued on June 6 ,  1988, a f t e r  the i n i t i a l  proposals were 
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s u b m i t t e d ,  t h e  w e i g h t  o f  t h e  c r i t e r i a  was changed so t h a t  
cost was ranked  h i g h e r  t h a n  management .u 
F i v e  o f f e r o r s  s u b m i t t e d  i n i t i a l  proposals. A f t e r  t h e  
t e c h n i c a l  e v a l u a t i o n ,  a l l  f i v e  p r o p o s a l s  were c o n s i d e r e d  t o  
be w i t h i n  t h e  c o m p e t i t i v e  r a n g e  and w r i t t e n  d i s c u s s i o n s  were 
c o n d u c t e d  w i t h  a l l  f i v e  o f f e r o r s .  By amendment No. 0004, 
which a l so  r e v e r s e d  t h e  o r d e r  of impor t ance  of  t h e  "cost" 
and "management" e v a l u a t i o n  c r i t e r i a ,  best  and f i n a l  o f f e r s  
(BAFOs) were r e q u e s t e d .  A f t e r  a second  t e c h n i c a l  e v a l u a t i o n  
of a l l  f i v e  BAFOs, t h e  agency  a n a l y z e d  t h e  realism of each 
o f f e r o r ' s  p roposed  costs which r e s u l t e d  i n  an  upward a d j u s t -  
ment of f o u r  o f  t h e  f i v e  cost p r o p o s a l s ,  i n c l u d i n g  C R C ' s .  
The t e c h n i c a l  and cost scores, w i t h  p roposed  and e v a l u a t e d  
costs o f  CRC and t h e  two p r o t e s t e r s ,  were as f o l l o w s :  

T e c h n i c a l  cost T o t a l  P roposed  E v a l u a t e d  
cost ( o u t  of 60) ( o u t  o f  40) cost  

S t a n l e y  47.42 31 -00 78.42 $28,696,744 $29,117,972 

CRC 36.56 40,OO 76.56 20,537,626 22,567,800 

NKF 35.12 37.74 72.91 23,507,385 23,915,847 

The t e c h n i c a l  e v a l u a t i o n  p a n e l ,  b a s e d  on its s u p e r i o r  r a t i n g  
of S t a n l e y ' s  p r o p o s a l ,  recommended t o  t h e  c o n t r a c t i n g  
o f f i c e r  an  award t o  t h a t  f i r m ,  A t  t h a t  p o i n t ,  t h e  r e c o r d  
i n d i c a t e s  t h a t  t h e  c o n t r a c t i n g  o f f i c e r ,  as t h e  source 
selection a u t h o r i t y ,  d e t e r m i n e d  t h a t  o n l y  S t a n l e y  and CRC 
would be  c o n s i d e r e d  f o r  award. The c o n t r a c t i n g  o f f i c e r  t h e n  
c o n c l u d e d  t h a t  t h e  s u p e r i o r i t y  i n  t e c h n i c a l  score of 
S t a n l e y ' s  p r o p o s a l  was n o t  w o r t h  t h e  a d d i t i o n a l  e s t i m a t e d  
cost of $6,550,172 over C R C ' s  proposal and t h a t  award t o  CRC 
would c o n s t i t u t e  t h e  "best v a l u e "  t o  t h e  government .  The 
award h a s  been  w i t h h e l d  pend ing  r e s o l u t i o n  of t h e  p r o t e s t s .  

A s  a p r e l i m i n a r y  mat ter ,  t h e  Navy m a i n t a i n s  t h a t  S t a n l e y ' s  
a r g u m e n t s  t h a t  amendment N o .  0004, d a t e d  J u n e  6, i m p r o p e r l y  
r e a r r a n g e d  t h e  e v a l u a t i o n  c r i t e r i a  is  un t ime ly .  W e  a g r e e .  

Under our B i d  P r o t e s t  R e g u l a t i o n s ,  a l l e g e d  i m p r o p r i e t i e s  
which d o  n o t  e x i s t  i n  a n  i n i t i a l  s o l i c i t a t i o n  b u t  w h i c h  
a re  s u b s e q u e n t l y  i n c o r p o r a t e d  i n t o  t h e  s o l i c i t a t i o n  must 
be p r o t e s t e d  n o t  l a t e r  t h a n  t h e  n e x t  c l o s i n g  d a t e  for  
receipt o f  proposals f o l l o w i n g  t h e  i n c o r p o r a t i o n ,  

- 1/ I n i t i a l l y  p r o p o s a l s  were t o  be e v a l u a t e d  unde r  an 80/20 
t e c h n i c a l  t o  cost r a t i o  which was changed t o  a 60/40 r a t i o  
when t h e  s o l i c i t a t i o n  was amended. 
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4 C . F . R .  s 2 1 . 2 ( a ) ( l )  ( 1 9 8 8 ) .  Here, t h e  n e x t  c l o s i n g  
d a t e  f o r  receipt of p r o p o s a l s  a f t e r  amendment N o .  0004 was 
J u n e  24. S i n c e  S t a n l e y  d i d  n o t  protest  t h e  changed e v a l -  
u a t i o n  c r i t e r i a  i n  amendment N o .  0 0 0 4  u n t i l  J u l y  29,  w e l l  
a f t e r  t h e  J u p e  24 c l o s i n g  d a t e ,  t h e  g round  o f  p ro tes t  is  
u n t i m e l y  and w i l l  n o t  b e - c o n s i d e r e d . -  C. Martin C o . ,  I n c . ,  
B-228552, J a n .  20, 1988, 88-1 CPD 11 56. 

S t a n l e y ' s  p r i n c i p a l  c o n t e n t i o n  i s  t h a t  t h e  award t o  CRC 
was imprope r  because t h e  c o n t r a c t i n g  o f f i c e r  f a i l e d  t o  
f o l l o w  t h e  e v a l u a t i o n  scheme e s t a b l i s h e d  by t h e  RFP.  
S t a n l e y  a r g u e s  t h a t  s i n c e  t h e  R F P  p r o v i d e d  t h a t  cost  was 
l e s s  i m p o r t a n t  t h a n  t e c h n i c a l  c o n c e r n s  t h e  agency  was 
r e q u i r e d  t o  award t h e  c o n t r a c t  t o  t h e  o f f e r o r  s u b m i t t i n g  
t h e  " h i g h e s t  a f f o r d a b l e "  t e c h n i c a l  p r o p o s a l  . S t a n l e y  
m a i n t a i n s  t h a t  i n s t e a d  of f o l l o w i n g  t h i s  scheme, t h e  con- 
t r a c t i n g  o f f i c e r  i g n o r e d  t h e  recommendat ions  of t h e  e v a l -  
u a t i o n  p a n e l ,  r e e v a l u a t e d  t h e  proposals and s e l e c t e d  f o r  
award t h e  lowest cost  p r o p o s a l  t h a t  met a minimum t e c h n i c a l  
s t a n d a r d .  S t a n l e y  a l s o  a r g u e s  t h a t  i t  was p r e j u d i c e d  by 
t h e  e v a l u a t i o n  b e c a u s e  it would h a v e  p roposed  a less c o s t l y  
labor  m i x  had it known t h a t  s u c h  e m p h a s i s  would be  p l a c e d  
on  cost .  

I n  a r e l a t e d  a l l e g a t i o n ,  S t a n l e y  a r g u e s  t h a t  t h e  c o n t r a c t i n g  
o f f i c e r  i m p r o p e r l y  a l t e r e d  t h e  r e q u i r e d  e v a l u a t i o n  scheme  i n  
o r d e r  t o  j u s t i f y  an  award t o  CRC by deemphas iz ing  C R C ' s  low 
score f o r  key  p e r s o n n e l  and by e m p h a s i z i n g  t h e  t r a n s i t i o n  of 
non-key p e r s o n n e l .  S t a n l e y  a r g u e s  i n  t h i s  r e s p e c t  t h a t  
a l t h o u g h  t h e  f i r s t  s u b f a c t o r  unde r  t h e  h i g h e s t  r anked  
t e c h n i c a l  e v a l u a t i o n  f a c t o r ,  " p e r s o n n e l  q u a l i f i c a t i o n s /  
a v a i l a b i l i t y , "  r e l a t e d  s o l e l y  t o  key p e r s o n n e l ,  t h e  con- 
t r a c t i n g  o f f i c e r  downplayed t h e  i m p o r t a n c e  o f  key p e r s o n n e l  
by s t a t i n g  t h a t  t h e y  w i l l  a c c o u n t  f o r  o n l y  6.36 p e r c e n t  of 
t h e  t o t a l  s t a f f  h o u r s  u n d e r  t h e  c o n t r a c t .  S t a n l e y  a l s o  
c o n t e n d s  t h a t  s i n c e  t h e  s o l i c i t a t i o n  r e q u i r e d  o f f e r o r s  t o  
s u b m i t  resumes o n l y  f o r  key  p e r s o n n e l ,  non-key p e r s o n n e l  
were n o t  t o  be e v a l u a t e d  and s h o u l d  n o t  have  been  a f a c t o r  
i n  t h e  award d e c i s i o n .  

I n  a n e g o t i a t e d  p r o c u r e m e n t  s e l e c t i o n  o f f i c i a l s  have  t h e  
d i s c r e t i o n  t o  make c o s t / t e c h n i c a l  t r a d e o f f s  and t h e  e x t e n t  
of s u c h  t r a d e o f f s  is  g o v e r n e d  o n l y  by  t h e  t e s t s  of 
r a t i o n a l i t y  and c o n s i s t e n c y  w i t h  t h e  announced e v a l u a t i o n  
c r i t e r i a .  Hardman J o i n t  V e n t u r e ,  8-224551, Feb. 13, 1987, 
87-1 CPD 11 162. T h u s ,  even  i f  cost  is t h e  l e a s t  i m p o r t a n t  
e v a l u a t i o n  c r i t e r i o n ,  a n  agency  may p r o p e r l y  award t o  a 
lower cos t ,  lower s c o r e d  o f f e r o r  i f  it d e t e r m i n e s  t h a t  
t h e  cos t  premium i n v o l v e d  i n  awarding  t o  a f i r m  p r o p o s i n g  
a h i g h e r  cost is n o t  j u s t i f i e d  g i v e n  t h e  a c c e p t a b l e  l e v e l  
of t e c h n i c a l  competence  a v a i l a b l e  a t  t h e  lower cost .  
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AMG ASSOCS., Inc., 8-220565, Dec. 16, 1985, 85-2 CPD lf 673. 
The determining element is not the difference in technical 
merit Per se, but the contracting agency's judgment 
concerning the significance of that difference. TEK, J . V .  
Morrison-Knudsen/Harnischfeger, B-221320, et al., Apr. 15, 
1986, 86-1 CPD 11 365. The question in such a case is 
whether the award decision was reasonable in light of the 
RFP evaluation scheme. Dayton T. Brown, Inc., 8-229664, 
Mar. 30, 1988, 88-1 CPD 11 321. 

The RFP stated that the Navy retained discretion to 
determine which proposal offered the greatest value to the 
government, considering technical merit and cost. Although 
the Navy used a 60-40 technical to cost ratio, the use of 
that approach does not deny the agency its discretion to 
decide whether the technical difference between two 
proposals is significant enough to outweigh a particular 
cost difference. Hardman Joint Venture, B-224551, supra. 

Here, the contracting officer determined that the technical 
superiority of Stanley's proposal did not justify the 
additional $ 6 . 5  million in evaluated cost. We have no basis 
to disagree with that determination which we believe was 
reasonably supported by a number of factors listed by the 
contracting officer. First, although there was a 10.86 
point difference (out of 60 points) in technical scores 
between Stanley and CRC, the contracting officer noted that 
most of that difference was attributable to the technical 
subfactor personnel qualif ications/availability which 
related to key personnel. The contracting officer stated 
that key personnel account for only 6.36 percent of the 
total hours on the project so the difference in the quality 
of key personnel between the two offerors was not signi- 
ficant in terms of ability to perform the contract. 
Further, the contracting officer noted that the two firms' 
scores were comparable on the company experience technical 
subfactor and under the management evaluation factor and 
that CRC's proposal, in spite of its lower technical score, 
was considered technically acceptable overall. Also, 
according to the contracting officer, the technical point 
difference between Stanley and CRC did not indicate that 
Stanley would perform the contract in a substantially 
superior manner, at least in part because all offerors are 
essentially equal with respect to non-key personnel due to 
the fact that non-key personnel frequently move from the 
incumbent to the new contractor. The contracting officer 
also stated that to compensate for the risk in the estimate 
as proposed by CSC, CRC's proposed costs were evaluated 
upward. According to the contracting officer, adjustments 
were made to the firm's estimated costs in the cost realism 
analysis and the firm has a history of stable labor rates. 
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Although S t a n l e y  stresses t h a t  t h e  e v a l u a t i o n  scheme 
emphasized t e c h n i c a l  merit over cost ,  cost s t i l l  was a 
s i g n i f i c a n t  e v a l u a t i o n  f a c t o r .  Moreover,  S t a n l e y  n e g l e c t s  
t o  address t h e  f ac t  t h a t  t h e  o r i g i n a l  e v a l u a t i o n  scheme was 
changed by amendment N o .  0004, so t h a t  cost became more 
i m p o r t a n t  t h a n  t h e  management f a c t o r  i n  t h e  f i n a l  
e v a l u a t i o n .  The  e f fec t  o f  t h i s  amendment was t o  change  t h e  
80/20 technical/cost  e v a l u a t i o n  scheme t o  a 60/40 scheme and 
make cost  much more s i g n i f i c a n t  i n  t h e  evaluat ion.2J  

I n  t h i s  respect,  a l t h o u g h  S t a n l e y  s a y s  it was p r e j u d i c e d  
because it w o u l d  have  p roposed  a less c o s t l y  labor mix had 
it known t h a t  s u c h  emphasis would be p l a c e d  on cos t ,  t h i s  
a s s e r t i o n  i s  n o t  s u p p o r t e d  by t h e  record. S t a n l e y  was 
informed by amendment N o .  0004 t h a t  g r e a t e r  emphasis would 
be placed on cost  t h a n  was i n i t i a l l y  i n d i c a t e d ;  y e t  S t a n l e y  
made n o  s i g n i f i c a n t  c h a n g e s  i n  i t s  p r o p o s a l  i n  e i ther  t h e  
cost o r  t e c h n i c a l  areas. 

F u r t h e r ,  w e  do n o t  a g r e e  w i t h  S t a n l e y  t h a t  t h e  c o n t r a c t i n g  
o f f i c e r  i n  e f f e c t  a l tered t h e  e v a l u a t i o n  scheme i n  making 
t h e  source s e l e c t i o n  d e c i s i o n  by add ing  a n o n e x i s t e n t  
fac tor  for non-key p e r s o n n e l .  The c o n t r a c t i n g  o f f i c e r ' s  
comments r e l a t i n g  t o  t h e  t r a n s i t i o n  of non-key p e r s o n n e l  
m e r e l y  i n d i c a t e d  h i s  b e l i e f  t h a t  t he re  would be l i t t l e  
d i f f e r e n c e  be tween  t h e  v a r i o u s  o f f e r o r s  w i t h  r e s p e c t  t o  t h e  
q u a l i t y  o f  non-key p e r s o n n e l .  Thus,  t h e  c o n t r a c t i n g  
o f f i c e r  s i m p l y  v iewed t h e  q u a l i t y  of non-key p e r s o n n e l  a s  a 
n e u t r a l  f a c t o r .  

I n  our v iew,  t h e  c o n t r a c t i n g  o f f i c e r ' s  comments r e l a t i n g  t o  
t h e  t r a n s i t i o n  of employees  and  t h e  r e l a t i v e l y  small l e v e l  
of e f f o r t  required o f  key  p e r s o n n e l  s i m p l y  s u p p o r t e d  h i s  
d e t e r m i n a t i o n  t h a t  t h e  10.86 p o i n t  d i f f e r e n c e  be tween 
S t a n l e y  and CRC i n  t e c h n i c a l  scores g r e a t l y  e x a g g e r a t e d  t h e  
a c t u a l  d i f f e r e n c e  be tween t h e  f i r m s '  proposals as f a r  a s  t h e  
p e r f o r m a n c e  was conce rned .  Based on h i s  judgment  of t h e  
a c t u a l  o v e r a l l  t e c h n i c a l  d i f f e r e n c e  and on cost con- 
s i d e r a t i o n s ,  t h e  c o n t r a c t i n g  o f f i c e r  made a c o n s i d e r e d  
judgment  t o  award t h e  c o n t r a c t  t o  CRC a s  t h e  most advan- 
tageous o f f e r o r .  T h e  record shows t h a t  t h e  c o n t r a c t i n g  
o f f i c e r  s p e c i f i c a l l y  c o n s i d e r e d  w h e t h e r  t h e  a d d i t i o n a l  

2/ T h i s  case t h u s  can  be d i s t i n g u i s h e d  from a s i t u a t i o n  i n  
Ghich  cost is t h e  lowest ra ted e v a l u a t i o n  f ac to r  so t h a t  it 
has  o n l y  m i n i m a l  i m p o r t a n c e .  See Hardman J o i n t  V e n t u r e ,  - 

n q  Corp., B-218335, J u n e  28, B-224551, s u p r a ;  DLI E n g i n e e r i i  - - -  
1985, 85-1 CPD 11 7 4 2 ,  a f f i r m e d ,  D L I  E n g i n e e r i n g  Corp.- 
R e c o n s i d e r a t i o n ,  65 Comp. Gen. 34 (1985), 85-2 CPD 11 468. 
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technical merit offered by Stanley was worth the projected 
$6.5 million extra expense associated with the proposal. 
The contracting officer determined that the difference in 
technical merit was not significant, particularly in view 
of the great difference in cost. This is exactly the kind 
of decision making which is vested in the discretion of 
contracting officials and we find no basis to object to it 
here. AMG ASSOCS., Inc., 8-220565, supra. 

Both protesters also allege that the Navy did not perform a 
proper cost realism analysis of CRC's proposal. The 
protesters note that the solicitation stressed that pro- 
posals would be evaluated to determine if proposed 
compensation for professional employees was adequate and 
cautioned that uncompensated overtime was not to be used to 
reduce the proposed hourly rates of professional employees. 
The protesters argue that CRC's proposed staff hour rates 
are much lower than both the incumbent's rates and those 
based on the government's estimate and that the Navy made no 
attempt to explain this discrepancy. According to the 
protesters, CRC's rates, even though adjusted by the Navy 
for realism, are not a valid indication of the actual costs 
that will be incurred by the firm under the contract. 

When a cost-reimbursement contract is to be awarded, the 
offerors' estimated costs of contract performance and 
their proposed fees should not be considered as controlling 
since the estimates may not provide valid indications of 
final actual costs. - See Federal Acquisition Regulation 
S 15.605(d). The government's evaluation of estimated costs 
thus should determine the extent to which the offerors' 
estimates represent what the contract should cost, assuming 
reasonable economy and efficiency. This determination in 
essence involves an informed judgment of what costs 
actually would be incurred by acceptance of a particular 
proposal. Ecology and Environment, Inc., B-209516, Aug. 23, 
1983, 83-2 CPD (1 229 . Because the contracting agency 
clearly is in the best position to make this cost realism 
determination, we will disturb it only where it is shown to 
be unreasonable. Polaris, Inc. , B-220066, Dec. 16, 1985, 
85-2 CPD $ 669. 

Here, to perform its cost analysis of the proposals, the 
Navy obtained audit assistance from the Defense Contract 
Audit Agency (DCAA). DCAA reviewed CRC's labor rates, 
overhead rates, general and administrative rate, 
subcontractor cost proposal, and CRC's fee. Although DCAA 
expressed reservations about the accuracy of some CRC cost 
and pricing data, it found no significant unsupported or 
unresolved items which would preclude acceptance of CRC's 
proposal. DCAA generally accepted CRC's proposed labor 
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r a t e s ,  which  were b a s e d  o n  a c t u a l  r a t e s  b i l l e d  by t h e  f i r m .  
The DCAA a u d i t  report  s t a t ed ,  however ,  t h a t  CRC p r o p o s e d  two 
employees  who work i n  o n e  o f  t h e  f i r m ' s  departments which 
bases i t s  l a b o r  r a t e s  o n  a 50-hour  work week r a t h e r  t h a n  4 0  
h o u r s .  N o n e t h e l e s s ,  b e c a u s e  t h e  cost  d i f f e r e n c e  was 
m i n i m a l ,  DCAA d i d  n o t  t ake  e x c e p t i o n  t o  t h e  labor ra tes  of 
t h o s e  employees ,  b u t  recommended t h a t  t h e  Navy c o n s i d e r  
c o n t r a c t  c e i l i n g  l i m i t a t i o n s  o n  C R C ' s  p r o p o s e d  d i r e c t  labor 
ra tes  or o b t a i n  a w r i t t e n  commitment f rom CRC a s  t o  which 
d e p a r t m e n t s  would perform t h e  direct  l a b o r  unde r  t h e  
c o n t r a c t .  D C A A ' s  a u d i t  report a lso s t a t e d  t h a t  CRC d i d  n o t  
i n c l u d e  a n  e s c a l a t i o n  f a c t o r  o v e r  t h e  e n t i r e  c o n t r a c t  
p e r i o d  a l t h o u g h  t h e  f i r m ' s  normal  p r o c e d u r e  was t o  propose 
3 t o  5 p e r c e n t  esca la t ion  per y e a r  o n  d i rec t  l a b o r .  

The  c o n t r a c t i n g  o f f i c e r  c a n  r e l y  o n  D C A A ' s  a d v i c e  i n  
p e r f o r m i n g  a cost realism a n a l y s i s ,  A l l i e d  Maritime 
Management O r g a n i z a t i o n  I n c . ,  B-222918, e t  a l . ,  Aug. 26,  
1 9 8 6  r 86 -2 CPD 11 227 , and g e n e r a l l y  t h e  c o n t r a c t i n g  o f f i c e r  
d i d  so here i n  c o n s t r u c t i n g  t h e  e v a l u a t e d  cost estimate of 
$22 ,567,800 fo r  CRC. I n  r e s p o n s e  t o  t h e  DCAA report, con- 
t r a c t i n g  o f f i c i a l s  e s c a l a t e d  C R C ' s  labor ra tes  by 3.5 per- 
c e n t  per y e a r  i n  t h e  cost realism a n a l y s i s  a n d ,  d u r i n g  
n e g o t i a t i o n s  w i t h  CRC,  t h e  c o n t r a c t i n g  o f f i c e r  r a i s e d  t h e  
i s s u e  o f  t h e  two employees  whose l a b o r  r a t e s  are b a s e d  o n  
g r e a t e r  t h a n  a 40-hour work week. Accord ing  t o  t h e  Navy, 
CRC a g r e e d  t h a t  t h e  i n d i v i d u a l s  i n  q u e s t i o n  would b e  
t r a n s f e r r e d  t o  a d e p a r t m e n t  u s i n g  a s t a n d a r d  40-hour work 
week. The c o n t r a c t i n g  o f f i c e r  c o n c l u d e d  t h a t  a cost realism 
a d j u s t m e n t  was u n n e c e s s a r y  i n  t h i s  respect b e c a u s e  t h e  t w o  
i n d i v i d u a l s  were to  be t r a n s f e r r e d  and s u c h  a n  a d j u s t m e n t  
would h a v e  had o n l y  a s l i g h t  e f f e c t  on  C R C ' s  e v a l u a t e d  cost .  
F i n a l l y ,  a l t h o u g h  DCAA e x p r e s s e d  c o n c e r n  a b o u t  t h e  cost  d a t a  
a v a i l a b l e  f rom CRC, t h e  c o n t r a c t i n g  o f f i c e r  n o t e d  t h a t  C R C ' s  
l a b o r  ra tes  were based on  ac tua l  rates p a i d  and c o n c l u d e d  
t h a t  s u f f i c i e n t  i n f o r m a t i o n  was a v a i l a b l e  t o  a r r i v e  a t  a n  
i n f o r m e d  judgmen t  of what  costs would a c t u a l l y  be i n c u r r e d  
by  CRC. Under t h e  c i r c u m s t a n c e s ,  w e  c o n c l u d e  t h a t  t h e  
c o n t r a c t i n g  o f f i c e r ' s  r e l i a n c e  o n  DCAA a d v i c e  was r e a s o n a b l e  
and  w e  f i n d  no  s u p p o r t  i n  t h e  r e c o r d  f o r  t h e  p ro tes te rs '  
c o n t e n t i o n  t h a t  t h e  Navy d i d  n o t  p r o p e r l y  a n a l y z e  C R C ' s  cost 
proposal . 
NKF a l so  a r g u e s  t h a t  CRC d i d  n o t  propose wages r e q u i r e d  by 
t h e  app l i cab le  S e r v i c e  C o n t r a c t  A c t  ( S C A )  wage d e t e r m i n a t i o n  
for  n o n - p r o f e s s i o n a l  s u p p o r t  p e r s o n n e l .  The Navy e x p l a i n s  
t h a t ,  e x c e p t  f o r  one l a b o r  c a t e g o r y ,  CRC p r o p o s e d  wages 
e q u a l  t o  or h i g h e r  t h a n  t h e  r e q u i r e d  wage d e t e r m i n a t i o n .  
Fo r  t h a t  s i n g l e  c a t e g o r y ,  CRC p r o p o s e d  t o  p a y  $.06 p e r  h o u r  
l e s s  t h a n  t h e  wage d e t e r m i n a t i o n .  Accord ing  t o  t h e  Navy, 
d u e  t o  t h e  small number of h o u r s  f o r  t h e  labor c a t e g o r y  i n  
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q u e s t i o n ,  t h e  cost d i f f e r e n c e  is i n s i g n i f i c a n t  compared t o  
t h e  d i f f e r e n c e s  i n  t o t a l  e v a l u a t e d  cost  be tween  CRC and  t h e  
o t h e r  offerors. 

I n  any  e v e n t ,  w e  h a v e  h e l d  t h a t  e v e n  where an o f f e r o r  h a s  
p r o p o s e d  r a t e s  which  are  below those s p e c i f i e d  i n  t h e  
appropr ia te  wage d e t e r m i n a t i o n ,  t h a t  o f f e r o r  may none the -  
l e s s  be e l i g i b l e  for  award s i n c e  s u c h  a n  o f f e r  d o e s  n o t  
n e c e s s a r i l y  show a n  i n t e n t  t o  v i o l a t e  t h e  SCA. T a f t  
B r o a d c a s t i n g  Corp., B-222818, J u l y  29, 1986,  8 6 - 2 D  
11 125. F u r t h e r m o r e ,  w h e t h e r  CRC p e r f o r m s  t h i s  c o n t r a c t  
i n  a c c o r d a n c e  w i t h  t h e  SCA i s  a matter f o r  t h e  Depar tmen t  
of Labor, which  is r e s p o n s i b l e  f o r  t h e  e n f o r c e m e n t  o f  t n e  
A c t .  Id. 
F i n a l l y ,  i n  i t s  i n i t i a l  p ro t e s t  l e t t e r ,  NKF a l so  a r g u e d  t h a t  
CRC h a s  been  d e b a r r e d  by t h e  A r m y  t h a t  C R C ' s  proposal 
i n c l u d e d  r e s u m e s  o f  i n d i v i d u a l s  who were n o t  employees  o f  
t h e  f i r m  and  who had  n o t  e x e c u t e d  bona  f i d e  employment 
a g r e e m e n t s .  The Navy r e s p o n d e d  t o  t h e s e  a l l e g a t i o n s  i n  i t s  
report  e x p l a i n i n g  t h a t  it h a s  no  knowledge t h a t  CRC h a s  b e e n  
d e b a r r e d  and t h a t  CRC s u b m i t t e d  i n f o r m a t i o n  r e q u i r e d  t o  meet 
t h e  s o l i c i t a t i o n  r e q u i r e m e n t s  r e l a t i n g  t o  t h e  employment  
s t a t u s  of key  p e r s o n n e l .  NKF o f f e r e d  no  f u r t h e r  a rgumen t  or 
e v i d e n c e  i n  s u p p o r t  o f  t h e s e  c o n t e n t i o n s  and ,  t h u s ,  appears 
t o  h a v e  abandoned t h e s e  i s s u e s .  
I n c . ,  B-220859.2, Mar. 4,  1986,  86-1 CPD 11 218. 

- S e e  T h e  Big P i c t u r e  C o . ,  
- 
The protests  are  d i s m i s s e d  i n  p a r t  and d e n i e d  i n  p a r t .  
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